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Question 1 


Henri is a French accountant and a member of a large accounting firm in Paris. He has been 
retained by a Belgian civil engineering company which is considering lodging a tender for work 
with the New South Wales Government. You have spoken to Henri and he tells you that the 
company’s Legal Officer has raised concerns about the differences between the Civil Code of 
Law in Belgium and the common law legal system in New South Wales. Henri asks that you 
advise generally in relation to the differences between the two systems and, specifically in 
relation to: 


e The doctrine of judicial precedent and the rationale for the doctrine under the common 
law system; 

e Restrictions on the legislative powers of the Commonwealth and States in Australia; 
and 

e The role of courts and tribunals in the interpretation and application of statutes in New 
South Wales. 


With reference to legal authority, briefly advise Henri. 
Question 2 


Oliver is a director of the publicly listed corporation, Paradise Ltd (Paradise) which owns 
extensive land holdings and has a large share portfolio. Paradise carries on the business of 
building home units. The median market value of a ground floor two-bedroom unit in the 
Paradise development in Parramatta was $600,000. To help his personal assistant’s mother, 
Mrs Smith, Oliver sold a ground floor home unit for $400,000 without disclosing to the board 
of directors his connection to Mrs Smith. This represented an under-value sale. When the 
transaction was queried by the company’s accountant, Oliver lied and said that the sale was 
necessary for cash flow purposes. The under-value sale to Mrs Smith became known to 
Richard, a member/shareholder of Paradise. Richard is aware that Mrs Smith is the mother of 
Oliver's personal assistant. 


With reference to legal authority, briefly advise Richard on any legal issues arising from 
these facts. 
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Question 3 


Bill and Mary are engaged to be married. Mary works for a building company in Armidale and 
has some experience with conveyancing and administration of construction contracts. They 
live with their respective parents in Ebor. They have modest savings and wish to a buy a 
vacant block of land and later build their own home. They found a block in Guyra, phoned the 
Real Estate Agent (‘the Agent’) in Sydney, negotiated a price they could afford and asked for 
the Contract for the Sale and Purchase of Land (‘the Contract’). 


The Agent said there were other prospective purchasers and as the Contract was ‘quite 
straightforward’, they could save or reduce their costs on employing a Solicitor or Licensed 
Conveyancer, by signing the contract straight away. He stated that he would send them the 
contract and after signing it, they would then have to return it to him. He said this would be, in 
effect, an exchange of contracts and they would be sure of getting the block. Bill wanted to do 
that. Mary didn’t. The contract with a Title Search attached arrived by express post the next 
day. Mary was concerned about certain provisions of the Contract, namely that they would be 
purchasing a ‘fee simple’ interest as Joint Tenants and certain Restrictions and Notifications 
shown on the Title Search. She asks you, as an accountant for her employer, the following 
questions: 


e What does fee simple mean? 

e What is the difference between a joint tenancy and a tenancy in common? 
e Should they sign new wills before purchasing the land? 

e What is an easement? 

e What is a restrictive covenant? 

e What is a servient and dominant tenement? 

e What is a caveat? 


With reference to legal authority, briefly advise Bill and Mary on any legal issues arising 
from these facts. 


Question 4 


With reference to legal authority, describe: 


1. The advantages and disadvantages of carrying on business in partnership; 

2. The obligations of partners to their other partners and to third parties; 

3. With reference to an example, what is meant by ‘joint and several liability of partners’; 
and 

4. The prudence of using a partnership structure in carrying on a business in a high-risk 
industry. If not prudent, what business structure would be more appropriate and why? 
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Question 5 


Angus is the Managing Partner of a national accounting firm (the Firm) which provides 
accounting, auditing, and business consultancy services to major corporate clients. Simon is 
an accountant employed by the Firm and the son of a former Senior Partner. Simon’s father 
maintains a close relationship with all current Senior Partners of the Firm. Simon’s work is 
supervised by the Senior Partner, Alistair. Simon has made it known that he does not welcome 
supervision by Alistair or anyone. Alistair and Simon work in the Auditing Division of the Firm. 


Simon drafted an audit report for the client corporation, Widgets Ltd. Simon provided an 
unqualified opinion on the sound financial position of Widgets Ltd. Simon expressed the 
opinion without thoroughly checking the records of Widgets Ltd and missed obvious 
irregularities. The audit was neither supervised nor checked by Alistair. A major corporate 
supplier of Widgets Ltd, Supplies Ltd had ongoing concerns with the viability of Widget Ltd due 
to the late payment of multiple invoices. However, the unqualified opinion expressed in the 
audit report persuaded Supplies Ltd to continue to supply Widgets Ltd. Within a short 
timeframe after the publication of the audit report, Widgets Ltd became insolvent and was 
placed into liquidation. The liquidator has commenced proceedings against the Firm to recover 
amounts unpaid to Supplies Ltd. 


Angus seeks your advice on the issue of professional negligence and vicarious liability. Angus 
does not require advice on contract law. 


With reference to legal authority, advise Angus on the legal issues arising from these facts. 
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